National Credit Union Administration

§708a.1 Definitions.

As used in this part:

(a) Credit union has the same mean-
ing as insured credit union in section
101 of the Federal Credit Union Act.

(b) Mutual savings bank and savings
association have the same meaning as
in section 3 of the Federal Deposit In-
surance Act.

(c) Federal banking agencies has the
same meaning as in section 3 of the
Federal Deposit Insurance Act.

(d) Senior management official means a
chief executive officer, an assistant
chief executive officer, a chief financial
officer, and any other senior executive
officer as defined by the appropriate
Federal banking agency pursuant to
section 32(f) of the Federal Deposit In-
surance Act, 12 U.S.C. 1831i(f).

§708a.2 Authority to convert.

An insured credit union, with the ap-
proval of its members, may convert to
a mutual savings bank or a savings as-
sociation that is in mutual form with-
out the prior approval of the NCUA,
subject to applicable law governing
mutual savings banks and savings asso-
ciations and the other requirements of
this part.

§708a.3 Board of directors and mem-
bership approval.

(a) The board of directors must ap-
prove a proposal to convert by major-
ity vote and set a date for a vote on the
proposal by the members of the credit
union.

(b) The membership must approve
the proposal to convert by the affirma-
tive vote of a majority of those mem-
bers who vote on such proposal.

§708a.4 Voting procedures.

(a) A member may vote on the pro-
posal to convert in person at a special
meeting held on the date set for the
vote or by written ballot filed by the
member. The vote on the conversion
proposal must be by secret ballot and
conducted by an independent entity.
The independent entity must be a com-
pany with experience in conducting
corporate elections. No official or sen-
ior manager of the credit union, or the
immediate family members of any offi-
cial or senior manager, may have any
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ownership interest in, or be employed
by, the entity.

(b) A credit union that proposes to
convert must provide written notice of
its intent to convert to each member
who is eligible to vote on the conver-
sion. The notice to members must be
submitted 90 calendar days, 60 calendar
days, and 30 calendar days before the
date of the membership vote on the
conversion and a ballot must be sub-
mitted not less than 30 calendar days
before the date of the vote.

(c) The notice to members must ade-
quately describe the purpose and sub-
ject matter of the vote to be taken at
the special meeting or by submission of
the written ballot. The notice must
clearly inform the member that the
member may vote at the special meet-
ing or by submitting the written bal-
lot. The notice must state the date,
time, and place of the meeting.

(d)(1) An adequate description of the
purpose and subject matter of the
member vote on conversion, as re-
quired by paragraph (c) of this section,
must include:

(i) A disclosure that the conversion
from a credit union to a mutual sav-
ings bank could lead to members losing
their ownership interests in the credit
union if the mutual savings bank sub-
sequently converts to a stock institu-
tion and the members do not become
stockholders;

(ii) A disclosure of how the conver-
sion from a credit union to a mutual
savings bank will affect members’ vot-
ing rights; and

(iii) A disclosure of any conversion
related economic benefit a director or
senior management official may re-
ceive including receipt of or an in-
crease in compensation and an expla-
nation of any foreseeable stock related
benefits associated with a subsequent
conversion to a stock institution. The
explanation of stock related benefits
must include a comparison of the op-
portunities to acquire stock that are
available to officials and employees,
with those opportunities available to
the general membership.

(d)(2) In connection with the disclo-
sures required by paragraphs (d)(1)(i)
through (iii) of this section, the con-
verting credit union must include an
affirmative statement, that at the time
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